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The Credit Myth

Finally, there is a premise that credit is the only reason for rejection among African American
borrowers. Plenty of high income earners, like doctors and lawyers, have credit problems, but are
rarely denied home loans. How should banks overcome this hurdle? Ask Pittsburgh’s own Dollar
Bank.

In the early-1990s, Dollar Bank refused to do business in African American neighborhoods.
At one time it told the mayor of Pittsburgh, “don’t tell us how to run our bank, and we won’t tell you
how to run the city.” Today, Dollar Bank is the top lender in African American neighborhoods.

Between 2007 and 2019, Dollar Bank approved $45.9 million to African Americans citywide,
more than 900 other financial institutions. Over the 13-year period between 2007 and 2019, Dollar
Bank approved 391 loans for $19 million to African Americans, the top lender to African Americans
in African American neighborhoods. Out of 16 minority neighborhoods, Dollar Bank is the top lender
in all but three. Dollar Bank has an in-house credit counseling service. More importantly, it has

highly trained staff who care about African Americans and African American neighborhoods.









10.

A “flipped” investment profile of Pittsburgh’s minority neighborhoods. Public sources of
funds in the minority neighborhood of the Hill District comprised 75% of all funds. Another
minority neighborhood, Homewood, derived 68% of all its funds from public sources. The
opposite was true in the upper-income, non-minority neighborhoods of Squirrel Hill North and

Point Breeze, both which received 99% of all their housing funds from banks.

Bank lending gravitating to one neighborhood. The high-income non-minority neighborhood
of Shadyside received more loan dollars ($1,054,017,000) than all 17 minority neighborhoods
combined ($807,477,000).

Few bank branches in minority neighborhoods. There are 119 bank branches in the city of
Pittsburgh, but only 14 of them are in minority communities (12%). These minority branches
contain just .045% of deposit dollars, illustrating minority communities’ lack of a depository

relationship with branch banks.

Local market leaders. Pittsburgh-based lenders, Dollar Bank and PNC Bank, top the lists for
lending to African Americans and minority neighborhoods between 2007 and 2019.

Five hundred lenders approved zero loans to African Americans. At the same time, there
were 551 financial institutions that never made a loan to an African American borrower over the
13 year period, and 43 of these institutions approved 10 or more loans to whites, but made no
loans to Blacks.

City Council districts with few or no minority neighborhoods saw the most home loans.
LMSDTI’s report also shows a detailed accounting of how public and private funds are allocated
for affordable housing in city neighborhoods by Pittsburgh City Council district. Councilwoman
Strassburger’s mostly white district was number one for total bank dollars invested over the last
13 years. Conversely, Councilman Burgess’s mostly Black district was last for total bank dollars
invested. Nearly all the investment in Councilwoman Strassburger’s district was from banks,
while public investment formed just 1.5% of total investment. Conversely, the public sector
comprised 56.8% of all investment in Councilman Burgess’s district, the only one in which the
public sector outweighed bank investment. In fact, most of the neighborhoods at the bottom of
the bank investment list were located either in Councilman Burgess’s district or in Councilman

Lavelle’s district, also mostly Black.



Solutions

The patterns identified above suggest that there is a systemic problem with capital and credit
access that is not just limited to banks; lax regulation also produces these results. It is the hope of
LMSDI that this report will better inform decisions regarding effective methods to build wealth
among African Americans and in minority communities. There is much room for banks to improve
their lending, similar to the innovation and results achieved during the 1990s. In order to achieve
durable gains in bank lending to African Americans and minority communities in Pittsburgh, LMSDI

makes six recommendations:

1) stronger regulatory enforcement of CRA at the local, state, and federal levels;
2) more comprehensive bank-community reinvestment commitments;

3) government transparency;

4) areview of the city’s depository policies;

5) astatewide CRA law; and

6) financial education to address many of the inequities which exist in Pittsburgh neighborhoods.

Conclusion

Public resources keep pouring into communities that most banks ignore. This is not a
sustainable strategy. There are far more affordable housing units created by banks than public
agencies. This is called naturally occurring affordable housing, or NOAH. Between 2010 and 2020,
the three main public agencies responsible for affordable housing produced 25,813 units of public
housing. Meanwhile, banks financed nearly three times as many, 71,243 home loans, over the course
of 13 years.

Instead, the city, county, state, and public agencies should carefully evaluate in which financial
institutions they hold funds. LMSDI calculated that in ten years, 2010 to 2020, four public agencies
—the city of Pittsburgh’s departmental operating budget, URA operating expenses, Pittsburgh Public
Schools, and Housing Authority—expended $13.6 billion. These are funds which are likely held in
Pittsburgh area banks. But what reciprocity exists? In other words, four public agencies hold nearly
$1.3 billion in local banks without evaluating these banks’ commitments to Pittsburgh’s low-income
and minority neighborhoods. More must be done to reinforce more equitable lending patterns and
practices.

Those financial institutions which finance gentrification—specifically, the imbalance between
loans to whites and loans to Blacks in minority neighborhoods—must be closely evaluated in
conjunction with neighborhood demographics. Finally, if credit is the chief source of rejection among
financial institutions, they should more carefully evaluate their service delivery. Dollar Bank figured

it out, and that is why they are the top lender in the city.
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